
IN RE:

BEFORE

THE PUBLIC SERVICECOMMISSIONOF

SOUTHCAROLINA

DOCKET NO. 2009-411-G- ORDERNO. 2010-390

MAY 27,2010

Applicationof PiedmontNaturalGas
Company,Inc. for Approvalof Energy
Efficiency Programs
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) PROGRAMS

This matter comesbefore the Public Service Commission of South Carolina

("Commission")on theapplicationof PiedmontNaturalGasCompany,Inc. ("PNG") for

three proposedenergyefficiency programspursuantto S.C. Code § 58-37-20(Supp.

2009). The Office of RegulatoryStaff ("ORS") is a party of record in this proceeding

underthe provisionsof S.C.CodeAnn. § 58-4-10(B). Thereareno otherpartiesin this

proceeding.PNG andORS(collectively the"Parties" or individually a "Party") entered

into a SettlementAgreement ("Settlement Agreement") which was served on the

CommissiononJanuary27,2010.

TheCommissionconducteda formalhearingin this matteron February11,2010,

beginning at 10:30 a.m. in the hearingroom of the Commissionwith the Honorable

ElizabethB. Fleming, Chairman,presiding. Jeffrey M. Nelson, Esquire,and Shannon

Bowyer Hudson,Esquire,appearedon behalf of ORS. JamesH. Jeffries,IV, Esquire,

andJeremyHodges,Esquire,appearedonbehalfof PNG.

At the hearing, the Commissionacceptedinto the record the pre-filed direct

testimonyof PNG witnessSteveLisk, aswell asthe pre-fileddirect testimonyof ORS
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witnessCareyM. Stites. The Commissionalso acceptedinto evidencethe Settlement

AgreementasHearingExhibit No. 1.

PNGwitnessLisk testifiedasto PNG's energyefficiency programproposalsand

PNG's approach for justifying those programs. PNG has proposedthree Energy

Efficiency Programsfor implementationin SouthCarolina: (1) a ResidentialLow-

IncomeProgram;(2) a High Efficiency EquipmentRebateProgram;and(3) a Customer

EducationProgram.

PNG's proposedResidential Low-Income Program,modeled after the United

StatesDepartmentof Energy's FederalWeatherizationprogram,is designedto provide

energy efficiency measuresand weatherizationassistanceto low income residential

customersin PNG's serviceterritory. According to Mr. Lisk, in addition to generating

actualenergysavings,the programwill alsobenefitcustomersby improving healthand

safetyconditions and increasingcomfort for residents. The target population for this

programis customersdwelling in single-family homeswho have a householdincome

within 200% of the federal poverty income guidelinesas establishedfor the Federal

WeatherizationAssistanceProgram. The targetexpenditureper participantis $1,500to

$3,500 per residence. PNG's annual expensefor the program is projected to be

$150,000,part of which will be dedicatedto measurementand verification of program

results.

PNG'sproposedHigh Efficiency EquipmentRebateprogramwill providerebates

for the purchaseof qualifying high efficiency natural gasappliances,including high

efficiency space and water heating equipment. Relative efficiency levels for the
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equipmentwill correlateto "Energy Star" appliances.PNGproposesto spend$150,000

a yearon thisprogram,of which $112,200will beusedasrebates.Theremainderwill be

expendedonprogramadministration,programcommunicationsandprogramevaluation,

measurementandverification.

For the proposedCustomerEducationProgram,PNG plansto spend$50,000on

targetedmarketingtechniquesto implementa communicationscampaignfocusingon

customerenergyeducation,efficiency andconservationandalsoto advisecustomerson

other programsavailable to assist in achievingmore efficient useof energy. Some

programfundingmayalsobeusedto sponsorenergyefficiency andenergyconservation

educationin local schools.

PNG intendsto measureandevaluatethe ResidentialLow-IncomeProgramand

Equipment Rebate Program by contracting with a third-party energy consultant to

perform an appropriate evaluation, measurementand verification. The Customer

EducationProgramwill notbedirectly measured,but PNGwill surveyits targetaudience

undertheprogramto obtainanecdotalindicationsof effectiveness.

Mr. Lisk testified that PNG believesits proposedenergy efficiency programs

satisfy the cost-effectivenesscriteria set forth in Section 58-37-20. The Equipment

RebateProgrampassedcost-effectivenesstestingunder the California StandardPractice

Manual. While PNGdid not test its ResidentialLow-IncomeProgramunderthat model,

PNG haspracticalexperiencewith similar programsin North Carolinathat indicatethat

theprogrammeasureswill resultin substantialsavingsof naturalgasandelectriccostsas

well as improved indoor air quality and safetyfor programparticipants. PNG did not
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attemptto test its EducationProgrambecausesucha programis not readily subjectto

cost-effectivenesstesting. Nevertheless,PNG believesthat theprogramis very likely to

becost-effectiveandpromptcustomersto takeactionsthatwill influencehow efficiently

theyusenaturalgas.

ORS witness Stites testified as to the findings and recommendationsof ORS

regardingits review and analysisof PNG's proposedEnergy Efficiency Programsand

PNG's proposedcost recovery method. PNG requestsauthorizationto expendand

recoverfrom its customersanannualcostof $350,000for the threeproposedprograms.

ORS estimates the overall rate impact of this amount to the averageresidential

customer'sannualbill would beanadditionof lessthan$2.00or 0.2%. Thesecostswill

be includedin PNG's cost of serviceandrecovered,on a delayedbasis,throughPNG's

annualRateStabilizationAct ("RSA") filing process.

ThroughwitnessStites,ORSrecommendedthat the CommissionapprovePNG's

proposedenergyefficiency programsandcost-recoverymechanismon a three (3) year

experimentalbasis. ORS also recommendedthat the CommissionrequirePNG to file

annualreportswith theCommissionandORSbasedon theresultsfor the twelve-month

period endingMarch 31 by June 15eachyear,with the first report due in 2011. This

schedulewould coincideto the time periodssetforth in the RSA. Theseannualreports

shall include specific detailed information for each program including expenditures,

numberof participantsfor theResidentialLow-IncomeWeatherizationProgramandthe

High Efficiency EquipmentRebateProgram,an analysisof the cost-effectivenessof
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theseprograms,any otherpertinentinformationPNG thinksshouldbe reported,andany

modificationsto theprograms.

The January27, 2010SettlementAgreementreflects the Parties'agreementthat:

(i) PNG hasnot requestedany incentivesasallowedunderS.C.CodeAnn. § 58-37-20

(Supp.2009), but retainsthe right to proposesuch incentivesin the future; (ii) PNG

should be authorizedto expendand recover from its SouthCarolina residentialand

commercialcustomersanannualcostof $350,000for theoperationof thethreeproposed

programsfor a periodof threeyears;(iii) PNGshallbepermittedto annuallyexpendand

recover from South Carolina ratepayersup to $50,000 on its Customer Education

Program,up to $150,000on its High Efficiency EquipmentRebateProgram,and up to

$150,000on its ResidentialLow-IncomeEnergy Efficiency Programfor no more than

threeyearsfrom the dateof this Order;(iv) PNG shallannuallysubmit to ORS andthe

Commission,in conjunctionwith PNG's RSA process,a requestfor recoveryof PNG's

Energy Efficiency Programcostsfor the twelve-monthtest periodendingMarch 31 by

June15of eachyearwith thefirst reportduein 2011andaftera periodof threeyears,the

Partiesshall jointly or individually submitanyproposedmodificationsto theprogramor

programexpendituresfor reviewandapprovalof the Commission;(v) PNG shallsubmit

annualprogramcost,participation,andperformancereportsto ORS for the programsas

provided in the Settlement Agreement and; (vi) PNG will notify ORS and the

Commissionbeforeinstitutinganyproposedchanges,adjustments,or modificationsto its

EnergyEfficiencyPrograms.
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NOW, THEREFORE,baseduponthe foregoing, IT IS HEREBY DECLARED

AND ORDEREDTHAT:

1. Thepre-filed direct testimonyof PNGwitnessSteveLisk is acceptedinto

therecordwithout objection.

2. Thepre-filed directtestimonyof ORSwitnessCareyM. Stitesis accepted

into therecordwithout objection.

3. The SettlementAgreementis acceptedinto the record and incorporated

into and made a part of this Order by reference,and basedupon the testimonyand

exhibitspresentedat the hearingof this matter,is found to be in the public interestand

constitutesareasonableresolutionof this proceeding.

4. PNG is authorizedto implementthe CustomerEducationProgram,the

Low-Income Energy Efficiency Program,and the High-Efficiency EquipmentRebate

Programat a costnot to exceedtotal expendituresof $350,000peryearasexperimental

programsfor a period of threeyears.

thereof through the rates charged to

PNG is further authorizedto recoverthe costs

its customersas described in the Settlement

Agreement. PNG is orderedto makesuchreportsandfilings in conjunctionwith these

programsasspecifiedhereinandin theSettlementAgreement.
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5. This Order shall remainin full force and effectuntil further Orderof the

Commission.

BY ORDEROFTHE COMMISSION:

ATTEST:

J

J_hairman

(SEAL)
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BEFORE
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IN RE: )
Application of Piedmont Natural Gas Company, )

Incorporated for Approval of Energy Efficiency )

Programs )

SETTLEMENT AGREEMENT

Piedmont Natural Gas, Incorporated (Piedmont or the Company) and the Office of

Regulatory Staff (ORS), collectively referred to as the Parties, through cotmsel, hereby agree to

the following in settlement of all issues in this docket:

1. BACKGROUND

A. On October 1, 2009, Piedmont filed its Petition for Approval of Energy

Efficiency Programs (Application). By a Revised Notice of Filing issued October 15, 2009

the South Carolina Public Service Commission (Commission) established December 21,

2009 as the deadline for the filing of petitions to intervene and scheduling this matter for

hearing on February 11, 2010. On November 12, 2009 Piedmont filed its affidavits that such

Notice had been properly published in the appropriate newspapers serving Piedmont's

assigned service territory in South Carolina. Further, on December 9, 2009 Piedmont filed a

certification of mailing with the Commission certifying that the Notice of Filing and Hearing

had been mailed or provided in electronic format to all Piedmont customers in South

Carolina.
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On December 30, 2009, Piedmont filed the testimony of Steve Lisk supporting

the Petition and the proposed Program Procedures.

2. PROPOSED GAS ENERGY EFFICIENCY PROGRAMS

A. In its Petition Piedmont submitted, for Commission review and approval, three

natural gas energy efficiency programs: 1) a Customer Education Program; 2) a Low-Income

Energy Efficiency Program; and 3) a High-Efficiency Equipment Rebate Program.

B. The Company intends for the Customer Education Program to use a targeted

marketing approach within the Piedmont South Carolina service territory to provide customer

energy education, efficiency and conservation messages.

C. The Residential Low-Income Energy Efficiency Program is designed to provide

energy efficiency measures and weatherization assistance, through a third-party, to existing

Piedmont low-income residential customers.

D. The High Efficiency Equipment Rebate Program will provide rebates to

Piedmont's residential and commercial customers who purchase and install qualifying high

efficiency natural gas equipment to replace existing natural gas equipment.

3. OPERATION AND FUNDING OF PROGRAM

A. Although the Parties recognize that S.C. Code Ann. §58-37-20 (Supp. 2008)

provides incentives to utilities for the operation of cost-effective energy efficiency programs,

Piedmont has not requested the implementation of any such incentives in its Application. The

Parties agree that Piedmont retains the right to propose such incentives in the future.
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B. The Parties agree that Piedmont should be authorized to expend and recover from

its South Carolina residential and commercial customers an annual cost of $350,000 for the

operation of the three programs outlined in Section 2 of this Agreement and further detailed in

Exhibit A to Piedmont's Petition in this Docket for a period of three years. The $350,000 annual

cost of the programs would add approximately $1.73, or .2%, per year to the average Piedmont

residential customers' bill.

C. The Parties agree that Piedmont shall be permitted to annually expend and

recover from South Carolina ratepayers up to $50,000 on its proposed Customer Education

Program, up to $150,000 on the proposed High Efficiency Equipment Rebate Program, and up to

$150,000 on the proposed Residential Low-Income Energy Efficiency Program for no more than

three years from the date of the Commission Order approving this Agreement.

D. Piedmont shall annually submit to ORS and the Commission, in conjunction with

the Company's Rate Stabilization Act (RSA) process, a request for recovery of Piedmont's

Energy Efficiency program costs for the twelve month test period ending March 31 by June 15 of

each year with the first report due in 2011. The Parties further agree that after a period of three

years that they shall jointly or individually submit any proposed modifications to the programs or

program expenditures for review and approval of the Commission.

E. Piedmont shall submit annual program cost, participation, and performance

reports to ORS for the programs as provided in this Agreement. Piedmont agrees to notify ORS

and the Commission before instituting any proposed changes, adjustments, or modifications to its

Energy Efficiency Programs.
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AGREEMENT IN SUPPORT OF SETTLEMENT; NON-WAIVER

A. The Parties agree this Settlement is reasonable, in the public interest, and

in accordance with law and regulatory policy. The Parties shall act in good faith and use

their best efforts to recommend to the Commission that this Settlement Agreement be

accepted and approved. The Parties further agree that this Agreement is in the public

interest because it promotes the adoption and implementation of new Energy Efficiency

Programs by Piedmont and appropriately allows Piedmont to recover the costs associated

with those programs through its annual RSA. The Parties intend to support the

reasonableness of this Agreement before the Commission and in any appeal from the

Commission's adoption or enforcement of this Agreement.

B. Neither this Agreement nor any of its terms or conditions shall be

admissible in any court or in the Commission except insofar as the Commission is

addressing litigation arising out of the implementation of the terms herein or the approval

of this Agreement. This Agreement shall not be cited as precedent by any of the Parties

with regard to any issue in any other proceeding or docket before the Commission or in

any court.

C. The provisions of this Agreement do not reflect any position asserted by

either Party, but reflect instead the compromise and settlement between the Parties as to

all of the issues covered hereby. Neither Party waives any right to assert any position in

any future proceeding or docket before the Commission or in any court.

4
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D. This Agreement is the product of negotiation between the Parties and

contains the complete agreement of the Parties. No provision of this Agreement shall be

strictly construed in favor or against either Party.

5. RECEIPT OF TESTIMONY AND WAIVER OF CROSS-

EXAMINATION

The Parties agree that all pre-filed testimony and exhibits of the Parties may be

received in evidence without objection. Each Party waives all right to cross-examine any

witness of the other Party with respect to such pre-filed testimony and exhibits. If,

however, questions are asked by any Commissioner, or if questions are asked or positions

taken by any person who is not a Party to this Agreement, then either Party may respond

to such question by presenting testimony or exhibits and cross-examining any witness

with respect to such testimony and exhibits, provided such testimony, exhibits, and cross-

examination are not inconsistent with this Agreement.

6. AGREEMENT BINDING ONLY IF ACCEPTED IN ITS ENTIRETY

This Agreement is the product of negotiation and compromise of a complex set of

issues, and no portion of this Agreement is or will be binding on either Party unless the

entire Agreement is accepted by the Commission. If the Commission rejects the

Agreement in whole or in part, the Parties reserve the right to withdraw from the

Agreement without penalty within five (5) days of receiving notice of any such decision

by providing written notice of withdrawal via electronic mail to the other Party in that

time period. Should either Party exercise its right to withdraw, then the Agreement shall

become null and void and both Parties shall request that the Commission provide the
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opportunity for each Party to present evidence and advocate its position in the proceeding,

and the Parties shall work together in good faith to develop and propose a new procedural

schedule to put the Parties back in the position they were prior to the Agreement. Such

schedule shall allow a reasonable time for each Party to resubmit its testimony and

exhibits (including any direct testimony by ORS and rebuttal testimony by the Company)

revised to reflect that the entire Agreement was not accepted by the Commission and

develop and submit new testimony and exhibits (for any Party that did not originally file

testimony), and to conduct discovery regarding such new testimony and exhibits.

7. COUNTERPARTS

This Agreement may be executed in one or more counterparts, each of which shall

be deemed an original, but all of which together shall constitute one and the same

instrument. Execution by facsimile signature shall be deemed to be, and shall have the

same effect as, execution by original signature.
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The foregoing is agreed and stipulated to

this the _.r _day of __]L_-, 2010.

PIEDMONT NATURAL GAS COMPANY,

INC.

JAMES I_. JE .lldtS,I V_/_i,
Moore & V'_ Allen, PLLC "_\"

100 N. Tryon Street
Charlotte, NC 28202-4003

Telephone: (703) 331-1000

Emaih jimj effries@mvalaw.com

OFFICE OF REGULATORY STAFF

• HI.ON, ESQ.
_4)__a_n Street, Suite 900
(_61t_nbia, SC 29201
Telephone: (803) 737-0823
Emaih j nelson@regstaff.sc._ov

shudson@regstaff.sc.gov


